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Managing Director's Comments on Fund Annual Meeting 


In his remarks made at the closing joint session of 
the 14th Annual Meeting of the Boards of Governors 
of the Bank and the Fund, Mr. Per Jacobsson, Manag- 
ing Director of the International Monetary Fund, said 
that, during the Meeting, two main topics had domi- 
nated the discussion of the Fund’s work. “One of them 
has concerned the strengthening of the monetary posi- 
tion of the industrialized countries and the policies 
which should now be pursued as a direct consequence 
of this improvement. The other topic has been the 
continuing difficulties of the raw material producing 
countries, which have suffered from fluctuations in the 
prices for their products and from a general decline in 
export earnings. 

“As regards the policies which should follow from 
the general strengthening of the monetary structure, 
I noted that Governors who referred to this subject 
based their observations on the underlying assumption 
that this strengthening has a secure foundation, and 
therefore expected it to continue in years to come. For 
that reason, it should serve as a basis for constructive 
policies. Now that all major trading currencies have 
become convertible, it seems to be generally agreed 
that there is no longer any balance of payments justi- 
fication for the practice of discrimination. Some Gover- 
nors have taken the occasion of these meetings to 
announce important recent steps in reducing discrimi- 
nation and to reaffirm their intention of continuing this 
process in the coming months. Governors clearly feel 
that the time has come for the Fund to state its posi- 
tion on this question. I expect the Executive Directors 
to discuss this matter and to agree upon a policy state- 
ment in the very near future. 

“A further question concerns a move from Arti- 
cle XIV to Article VIII by those member countries 
which are ready for such a step as a result of the 
improvement in their internal and external conditions. 
I mentioned in my opening remarks that the questions 
which arise in this connection require careful consid- 
eration in all their aspects, and that they are to be taken 
up by the Executive Directors in the very near future. 
I find that all Governors who referred to this problem 
have welcomed this. Some of the issues are compli- 
cated, and the conclusions will be of considerable im- 
portance for the future work of the Fund; I trust, 
therefore, that Governments will await the studies which 
are being prepared by the staff, and consider the views 


of the Executive Directors, before they take any definite 
decisions. I have no doubt that it will be possible to 
arrive at constructive solutions.” 

Turning to the problems of the raw material produc- 
ing countries, Mr. Jacobsson said that “by and large 
these countries are the ones that are most anxious to 
develop their economies in order to improve the stand- 
ard of living of their peoples and to diversify their 
production. Naturally, this whole complex of problems 
is increasingly engaging the Fund’s attention, since one 
of the Fund’s tasks is to facilitate the expansion and 
balanced growth of international trade and to contribute 
thereby to the development of the productive resources 
of all members as primary objectives of economic policy. 

“Several Governors have suggested that the Fund 
should consider the possibility of financing commodity 
agreements or in other ways providing compensatory 
financing for short-term fluctuations in export receipts. 
One of them, the Governor for Malaya, recognized that 
the financing of commodity agreements would not fall 
within the general rules of the Fund, and he mentioned 
the possibility of setting up a special institution for the 
purpose. 

“So far as compensatory financing is concerned, the 
Fund’s activities over recent years show that not a few 
of the countries that have turned to the Fund with 
requests for drawings have done so because they experi- 
enced difficulties through a decline in their export earn- 
ings. The Fund has been able to grant them assistance 
because conditions have been such as to hold out the 
hope of restored balance within a relatively short period. 
The Fund can properly make its resources available 
only when there is the likelihood that the drawings can 
be reversed within three to five years. However, within 
these limits, the Fund has been able to give active 
support to countries suffering from temporarily lower 
earnings, and in this way some useful results have 
already been obtained. 

“The Fund’s general attitude toward the elimination 
of discrimination and the reduction of restrictions can 
also be of help to the raw material producing countries, 
by enlarging the markets for their products. I have no 
doubt that great attention will be devoted to the prob- 
lems arising in this field, and that the main objective 
continues to be to facilitate the expansion and balanced 
growth of international trade on the widest basis. Inso- 
far as the Fund can contribute to the maintenance of a 
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high level of demand in the industrialized countries 
which are a market for primary products, it also renders 
a definite service to the underdeveloped countries.” 

“The Article XIV consultations,” Mr. Jacobsson 
said, “have become a particularly useful form of co- 
operative contact, helping countries to assess the condi- 
tion of their economy and the policies they follow. I 
would indeed think that there will be general agreement 
with the view expressed by the Governor for the United 
Kingdom that this kind of contact should continue to 
the benefit of the Fund and its members. I am also 
glad to have heard the reference to the quality of the 
Fund’s Annual Report, which is a report of the Execu- 
tive Directors. The organization of the Fund is such 
that the services of the Executive Directors are avail- 
able to the members of the Fund at all times. The 18 
Executive Directors are drawn from countries and areas 
in all parts of the world. They help to guarantee a high 
degree of impartiality in the work and assure continu- 
ous regard for the diverse interests of the members of 
the Fund. 

“In the course of discussion, many Governors have 
referred to conditions in their own countries. From the 
Governors of countries which have introduced stabili- 
zation programs, we have heard of the considerable 
efforts they have made, and of the success which, over 
a very large field, has been the result. We have heard 
other Governors explain fully and frankly the problems 
which their countries encounter. The clear statement 


by the Governor for the United States has been much 
appreciated. There has been a sense of realism in the 
discussion at this Annual Meeting, which explains the 
close attention that has been devoted to the discussion. 
In my opening address, I ventured to express the opin- 
ion that in all likelihood world inflation was over. This 
was not meant as a comforting statement, inducing 
members to take a complacent attitude toward this 
vital problem. Rather the contrary. My belief is that 
strong forces in the world economy will act as a brake 
on price increases, and that the international trend will 
therefore be toward stability. If any individual country 
embarks on inflation, it will do so at its own risk, for 
gone are the days when any one country which inflated 
might hope to be saved by inflation elsewhere. The 
balance of payments difficulties that would quickly ensue 
might even make it hard to maintain a high level of 
employment. 

“IT would not, however, wish to finish on this note of 
warning. There have been great achievements in the 
year that has passed, and foundations have been laid 
for further constructive policies. I do believe that, in 
the great majority of countries, public opinion has 
become aware of the advantages that can be obtained 
from the possession of a good currency, and I also 
believe that it is becoming more and more understood 
that monetary stability and a vigorous economic expan- 
sion are not incompatible objectives.” 


Observance of Article VIII of the Fund Agreement 


During the discussion of the Fund’s Annual Report, 
at the 14th Annual Meeting of the Board of Governors 
of the Fund, several Governors commented on the Man- 
aging Director’s statement that the Executive Directors 
would examine, in the very near future, all aspects of 
the situation that would be created by the formal 
assumption by Fund members of the full obligations of 
Article VIII of the Fund’s Articles of Agreement. 
Mr. R.B. Anderson, Secretary of the U.S. Treasury, 
agreed that it is time for the Executive Board of the 
Fund to examine the several important questions of 
policy connected with Article VIII that would need to 
be clarified as a guide to the member countries still 
operating under Article XIV. 

Sir Roger Makins, the Governor of the Fund for the 
United Kingdom, said that for many countries the 
transitional period provided for in the Articles of Agree- 
ment had lasted much longer than was anticipated 
when the Agreement was signed, and that the United 
Kingdom had been obliged to take full advantage of 
the transitional provisions. Nevertheless, the long-term 
economic policy of the United Kingdom has consistently 
been to work for a multilateral trade and payments 


system over the widest possible area, and it was nat- 
ural that, after the move to convertibility in Decem- 
ber 1958, minds should have turned to the ques- 
tion of the move to the status of Article VIII. The 
U.K. Government is in full agreement with the Man- 
aging Director that this.is a matter which should be 
studied by the Executive Directors in the coming 
months. The provisions of Article VIII which require 
approval by the Fund of restrictions and discrimination 
should, however, be strictly interpreted. The U.K. Gov- 
ernment would not expect the Fund to approve any 
such restrictions under Article VIII unless there are 
good reasons to say that they cannot be avoided and 
that their duration is expected to be temporary. A 
country moving to Article VIII should, therefore, have 
gone far toward eliminating discrimination in its restric- 
tions and reducing the remaining nondiscriminatory 
restrictions, until they affect only a small sector of their 
trade by the time the move is made. The timing of the 
move thus becomes a matter of great importance. The 
U.K. Government also believes that a cooperative effort, 
similar to that which resulted in the convertibility meas- 
ures at the end of 1958, is most desirable if a move to 
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Article VIII is to promote the expansion of world 
trade. Moreover, some of the less developed countries 
may be obliged, for some time to come, to retain certain 
restrictions on current transactions in the interests of 
their development programs. Since it is not expected 
that the Fund would approve such restrictions under 
Article VIII, it seems that many of these countries may 
wish to remain under Article XIV. The United King- 
dom can testify to the value of the Article XIV consul- 
tations, and it is hoped that, if a general move to 
Article VIII is made, the experience of the Fund can 
still be fully used for the benefit of its members. 

Mr. K. Blessing, President of the Deutsche Bundes- 
bank, who said that the German currency system is now, 
in practice, not different from a convertible system in 
the sense of Article VIII, welcomed the suggestion 
that the Fund’s Executive Board should examine the 
legal and other implications of the transition from 
Article XIV to Article VIII. 

Mr. D.M. Fleming, the Canadian Minister of Finance, 
remarking that it must be regarded as a matter of 
some surprise that the so-called transitional period pro- 
vided for in Article XIV had lasted for 14 years, said 
that it seems clear that the Fund should not be expected 
under Article VIII to acquiesce in discrimination. A 
country wishing to come under Article VIII while con- 
tinuing to discriminate should have to establish that 
there are some special features of its balance of pay- 
ments which make such discrimination necessary. The 
great majority of countries could not do so and, accord- 
ingly, should be expected to end discrimination before 
they make the move to Article VIII, even though this 
may mean that the move is slightly delayed. Article VIII 
contains an essential element of the code of behavior 
of the Fund Agreement, and Canada regards it as 
important that the integrity of this Article should be 
maintained. As Fund members move toward the appli- 
cation of the permanent provisions of the Fund Agree- 
ment, their purpose should be to ensure that the 
influence of the Fund continues in the future, as in the 
past, to be exerted on behalf of multilateral and expan- 
sionist policies in trade and payments. 

Mr. W. Baumgartner, Governor of the Bank of 
France, said that a study of the possibility of transition 
from the system of Article XIV to that of Article VIII 
is mecessary, because it is not merely a question of 
carrying out one policy or another, but of moving, 
without being able to return, from a familiar legal 
system, practiced for many years, to a very different 
system, largely unexplored and pregnant with conse- 
quences for the relations of member countries with 
other international organizations. Even if the decision 
might be regarded as, in principle, scarcely debatable, 


it must obviously be given mature consideration, and 
must be preceded by analyses and consultations, which 
will require time. In these preparatory labors, France 
would be inspired by its concern to respect the rules of 
the Fund, but also to reconcile this discipline with the 
Treaty creating the European Economic Community. 
“We are convinced,” said Mr. Baumgartner, “that such 
a reconciliation is possible, and we shall work at it.” 

Mr. E. Sato, the Japanese Minister of Finance, stated 
that Japan would give the closest attention to 
Mr. Jacobsson’s observations on Articles VIII and XIV, 
as it is eager to see sustained progress in achieving the 
broad objectives of the Fund. 

Mr. H.E. Holt, the Australian Treasurer, said that, 
while there are technical issues to be discussed before 
all countries can move in the direction of applying 
Article VIII, it is high time that a more positive atti- 
tude should be adopted, and he welcomed the statement 
that the Executive Directors are to proceed with further 
examination of the question. 

Mr. M. Cuaderno, Governor of the Central Bank of 
the Philippines, pointed out that for the underdeveloped 
countries there might be a case for revising the concept 
of “transitional arrangements.” With them, controls 
seem to have become the only effective alternative to 
useless devaluations. What is still regarded as transi- 
tional seems to them an established method of dealing 
with balance of payments difficulties. It is time to take 
stock of Fund policies with respect to these countries 
and to re-evaluate those policies in the light of the 
experience gained since the establishment of the Fund. 

Mr. Rajapatirana, Governor of the Central Bank of 
Ceylon, who stated that in Ceylon there are scarcely 
any discriminatory restrictions, said that the position of 
the less developed countries differs from that of the 
countries where it might be expected that the balance 
of payments reasons underlying the continuation of 
restrictions on foreign trade and payments would soon 
disappear. Therefore, in considering a general move to 
Article VIII, it will be necessary to examine closely and 
sympathetically the special economic problems of the 
underdeveloped countries and their need for relying on 
restrictions. 

Mr. A. Qadir, Governor of the State Bank of Pak- 
istan, stated that the continuance of restrictions by the 
raw material exporting countries is attributable not 
merely to special problems of a local nature but also 
to what appears to be a secular deterioration in their 
terms of trade. He expressed confidence that the Fund 
authorities would extend the same sympathy and under- 
standing as in the past to the efforts of these countries 
in meeting their obligations under the charter, even 
though these efforts may appear somewhat slow in 
contrast to those of the Fund’s more fortunate members. 
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Resolution on IDA 


The following resolution on the creation of the Inter- 
national Development Association, submitted by the 
Governor for the United States, was approved by the 
Board of Governors of the International Bank for 
Reconstruction and Development on October 1, 1959: 


RESOLVED: 

That with respect to the question of creating an Inter- 
national Development Association as an affiliate of the 
Bank, the Executive Directors, having regard to the 
views expressed by the Governors and considering the 
broad principles on which such an Association should 
be established and all other aspects of the matter, are 
requested to formulate articles of agreement of such an 
Association for submission to the member Govern- 
ments of the Bank. 


IBRD Loans 


Loan in Austria 

The International Bank for Reconstruction and 
Development on September 25 made a loan of $9 mil- 
lion to provide funds for investment in industrial enter- 
prises in Austria. The loan was made to the Oster- 
reichische Investitionskredit, A.G. (Austrian Invest- 
ment Credit Corporation), which will make the pro- 
ceeds available to private industrial companies for the 
expansion or modernization of their plants. The loan 
will provide Austrian industry, principally small and 
medium-sized enterprises, with the long-term capital 
that it can now obtain in only very limited amounts 
from other sources. The capital market in Austria is 
almost wholly confined to issues by the Government, 
government agencies, and public utilities, and industry 
has to be financed largely by retained earnings, supple- 
mented by some credit from commercial banks. 

The Investitionskredit was established in 1957 with 
a small capital wholly subscribed by the Osterreichische 
Kontrollbank, which is owned by Austria’s principal 
commercial banks. After it was established, the World 
Bank made it a loan of $10,765,000 to help finance a 
number of industrial projects which had been selected 
and approved by the Bank. Plans were already being 
made to strengthen the Investitionskredit’s capital struc- 
ture by obtaining more equity funds and to build it up 
into a full-fledged independent investment institution. 
The first step in this direction was taken in August 1958 
when the Investitionskredit obtained from the Austrian 
Government a loan of S 80 million (US$3.1 million) of 
U.S. counterpart funds, repayable over 60 years with 
interest at 1 per cent under conditions which make the 
loan virtually equivalent to equity. The second step 
came in September 1958 when an issue of shares 
increased its capital to § 42 million (about $1.6 mil- 


lion). Of the present share capital, about 70 per cent 
is held by banks and the remainder by industrial 
enterprises, insurance companies, cooperative credit 
organizations, and private individuals. At the Investi- 
tionskredit’s present rate of lending, its loan funds are 
expected to be fully committed by the end of 1959. 
Tne new World Bank loan should provide it with suffi- 
cient funds for the next two years. 

Six of the nine projects financed by the first Bank 
loan were for the expansion and modernization of pulp 
and paper industries, and the others were for textile, 
chemical, and engineering industries. In general, these 
projects have progressed satisfactorily. Two other proj- 
ects which had been included under this loan were 
subsequently withdrawn, and a third required less funds; 
the original loan was therefore reduced to $9.3 million 
at the request of the Investitionskredit. 

Unlike the Bank loan made in 1958, when the indus- 
trial projects were agreed upon before the loan was 
made, the current loan will finance projects still to be 
selected by the Investitionskredit and approved by the 
Bank. Each part of this loan allocated for a particular 
project will carry its own interest rate, which will be 
the Bank’s current rate of interest at the time the 
project is approved for financing. Similarly, separate 
amortization schedules will be agreed upon and deter- 
mined in accordance with the circumstances of the 
particular beneficiary enterprise. However, the loan 
agreement provides that the loan must be fully repaid 
by October 1, 1974. The loan is guaranteed by the 
Government of Austria. 


Loan in Pakistan 

The World Bank on September 25 made a loan 
equivalent to $10 million to the Pakistan Industrial 
Credit and Investment Corporation (PICIC). Like an 
earlier Bank loan of $4.2 million to PICIC, the loan 
will be used to meet the foreign exchange requirements 
of projects financed by the Corporation. 

Since it started operations in 1957, PICIC has per- 
formed a valuable service in helping to expand, mod- 
ernize, and improve private industry in Pakistan. By 
May 1959, it had approved 67 loans for a total of 
PRs 56 million ($11 million) and, in conjunction with 
some of its larger credit operations, had acquired small 
amounts of equity participations and option rights. 
Most of the approved loans have been in foreign 
exchange; there have been 42 of these amounting to 
the equivalent of PRs 37 million ($7.7 million). 

Since early 1959, there has been a marked revival of 
investment activity in Pakistan, reflecting the increased 
confidence of business in the Government’s economic 
policies. This development and the country’s continued 
stringent foreign exchange situation have resulted in a 
considerable increase in the demand on PICIC’s 
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resources. Early in 1959, the Government announced 
a new short-term national industrial development pro- 
gram for the private sector; the program listed certain 
industfies in which PICIC was authorized to make 
foreign currency investments without further approval 
of the Government. Based on the present and prospec- 
tive credit demand, PICIC has estimated that an addi- 
tional $20 million will be needed to meet its foreign 
exchange requirements through 1961. This need will 
be met by the Bank loan, together with a $10 million 
loan from the U.S. Development Loan Fund. 
PICIC’s total resources, excluding the new loans 
from the World Bank and the Development Loan Fund, 
amount to PRs 90 million ($18.9 million), made up 
of PRs 20 million of paid-up share capital (of which 
PRs 12 million is held by Pakistan investors and the 
balance by U.S., Canadian, U.K., and Japanese private 
interests); a 30-year interest-free advance of PRs 30 
million from the Pakistan Government; and earlier 
loans equivalent to PRs 20 million ($4.2 million) each 
from the World Bank and the Development Loan Fund. 
With the two new loans from the World Bank and the 
Development Loan Fund, PICIC’s total resources will 
be increased to PRs 185 million ($38.9 million). 
The Bank loan is for a term of 10 years, and amorti- 
zation will begin in October 1962. Provision has been 
made to extend the term of the loan by another 4 years 
if particular projects require a longer repayment period. 
Each part of the loan allocated for a particular project 
will carry its own interest rate, which will be the Bank’s 
current rate of interest at the time the project is 
approved for financing. The loan is guaranteed by the 
Republic of Pakistan. 
Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 
D.C., September 25, 1959. 


IFC investment in Peru 


The International Finance Corporation (IFC) an- 
nounced on September 28 a commitment to invest 
US$1.4 million in Fertilizantes Sintéticos S.A. 
(FERTISA), a new Peruvian company, to help 
finance the operation of a plant to produce synthetic 
ammonia and its derivatives.. The sponsor of the proj- 
ect is Montecatini of Milan, Italy. Other shareholders 
of FERTISA include Peruvian business and agricul- 
tural groups and individuals, and Handelsfinanz A.G. 
(HF) of Ziirich. The total cost of the project is esti- 
mated at $12.8 million; this includes $5.5 million of 
share capital, a $4.6 million loan, and $1.3 million of 
additional credits. IFC has arranged new financing for 
the project totaling $3.9 million, of which $2.5 million 
represents an extension of maturities of an original 
medium-term loan by HF. IFC's investment of $1.4 


million is providing additional capital for completion of 
the project, including permanent working capital. It 
will be represented as follows: $700,000 U.S. dollar 
notes maturing by 1969 and bearing interest at 7 per 
cent in dollars with contingent interest, and $700,000 
U.S. dollar income notes maturing between 1970 and 
1974 and bearing no fixed interest but carrying con- 
tingent interest. The contingent interest in each case is 
related to earnings and is payable in Peruvian soles. In 
addition, IFC will receive a subscription right to shares 
of the company. 

On September 29, IFC announced two additional 
investment commitments in Peruvian companies: 
$280,000 in Luren S.A. and Ladrillos Calcareos S.A., 
two associated companies, for the expansion of brick 
production, and $250,000 in Industria Reunidas, S.A. 
(INRESA), to help finance expansion and diversifica- 
tion of manufacturing operations. 

The expansion project of Luren and Ladrillos will 
increase all phases of production of both companies. 
The IFC investment will provide for the purchase of 
new machinery and working capital. It will be in U.S. 
dollar notes maturing by 1969 and bearing interest at 
7 per cent with additional payments contingent on 
earnings. IFC will also receive a right to subscribe to 
shares of Luren and Ladrillos. 

INRESA is undertaking a major expansion of its 
facilities to manufacture household appliances, all of 
which will be for the domestic market. At present, vir- 
tually all appliances are imported. The total cost of 
the expansion is estimated at about $540,000. These 
funds will be provided by IFC’s investment, by addi- 
tional share capital, and by funds generated from the 
company’s operations. The IFC investment will be in 
U.S. dollar notes maturing by 1966 and bearing inter- 
est at 6 per cent and additional interest, payable in 
Peruvian soles, contingent on earnings. In addition, 
IFC will receive a right to subscribe to shares of the 
company. 

The three commitments of IFC are subject to com- 
pletion of the necessary legal formalities. 

Sources: International Finance Corporation, Press 
Releases, Washington, D.C., September 28 
and 29, 1959. 


Europe 


U.K. Reserves 

The United Kingdom’s gold and convertible currency 
reserves rose by £13 million during September, to 
£1,173 million. This is the highest figure since Septem- 
ber 1951; at that time, reserves were declining from the 
postwar peak of £1,381 million attained in June 1951. 
There has been a steady improvement in reserves over 
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the past two years, interrupted only by special pay- 
ments, such as the service of dollar loans and transfers 
to the International Monetary Fund. 

The continued demand for sterling during September 
was an important factor in the favorable result. Sep- 
tember and October are months when the seasonal 
pressure against sterling is usually heaviest. 

Source: The Financial Times, London, England, Octo- 
ber 3, 1959. 


Finnish Government Budgel for 1960 


The budget proposed for Finland for 1960 estimates 
total expenditure at Fmk 334.7 billion (US$1,046 
million) and total revenue at Fmk 334.9 billion 
($1,047 million). This over-all budgetary balance has 
been brought about by including Fmk 28 billion of new 
government borrowing, but amortization of the govern- 
ment debt will amount to Fmk 23 billion. 

The figure for total expenditure exceeds the 1959 
budget figure by Fmk 29.7 billion; however, Fmk 42.1 
billion of additional expenditure has already been 
authorized this year through supplementary budgets, 
and two further supplementary budgets are expected to 
add at least Fmk 10 billion. Of the increase in expendi- 
ture estimated for 1960, Fmk 20.1 billion is for current 
expenditure, including 
increased subsidies 


higher educational expenses, 
to agriculture, and expenditure 
resulting from a proposed new law on unemployment 
insurance. Of the Fmk 9.6 billion increase in capital 
expenditure, Fmk 5.9 billion is for higher repayments 
on the government debt. 

The increase in revenue is estimated at Fmk 29.8 
billion; Fmk 21.3 billion represents higher receipts 
from indirect taxes, customs duties, and excise duties. 
Revenue from direct taxation is expected to be Fmk 3 
billion less than in 1959. 

An economic survey prepared by the Ministry of 
Finance indicates that total production will increase by 
4 per cent in 1960, compared with an estimated 
increase of 3 per cent in 1959. One of the main factors 
in the 1959 increase has been a rise in consumer 
demand, largely resulting from an estimated 4 per cent 
rise in the level of real wages. The increase in invest- 
ment demand has remained modest; however, a greater 
increase toward the ‘end of 1959 and in 1960 is fore- 
seen, partly as a result of improved financing facilities. 

Exports in 1959 are expected to reach an all-time 
peak of Fmk 260 billion ($813 million), approximately 
the same figure estimated for imports; since the “invisi- 
bles” in the goods and services account are expected to 
show a surplus of Fmk 10 billion, foreign exchange 
reserves should increase, giving a further impetus to 
economic growth. The outlook for exports in 1960 is 
regarded as favorable, although export prices, which 
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in 1959 have been some 5 per cent below the 1958 

average, are not expected to show any marked improve- 

ment. The terms of trade are expected to deteriorate 

slightly. 

Source: Hufvudstadsbladet, 
tember 15, 1959. 


Helsinki, Finland, Sep- 


Icelandic Agricultural Price Freeze 


In order to maintain economic stability and employ- 
ment, pending the outcome of elections to the Althing 
on October 25 and 26, the President of Iceland has 
issued a temporary law freezing agricultural prices at 
their present level. Thus, the annual revision of agri- 
cultural prices, which had been scheduled to take place 
in August, has been postponed until December 15, 
1959. 

Source: Morgunbladid, Reykjavik, Iceland, Septem- 
ber 20, 1959. 


Relations Between Greece and the EEC 


As a result of the decision of the Council of Ministers 
of the European Economic Community (EEC) on 
July 25 favoring an association between the EEC and 
Greece, delegations from the EEC and Greece met in 
Brussels from September 10 to September 12, to discuss 
problems of association. They concentrated on ques- 
tions of circulation of goods and labor, harmonization 
of commercial policies, and such special problems as 
the movement of agricultural products, especially 
tobacco, and financial assistance. The EEC expressed 
its intention “to contribute adequate financial aid to 
Greece to help establish a satisfactory balance within 
the proposed association.” A second meeting of the 
two delegations has been planned for October. 

Source: European Economic Community, Information 
Service, Press Release, Washington, D.C., Sep- 
tember 14, 1959. 


Middle East 


Advance Deposit Requirements in Ethiopia 


The State Bank of Ethiopia has announced that as 
of August 31, 1959 certain imports are to be author- 
ized and licensed only upon payment to the State Bank 
of a deposit in Ethiopian dollars equivalent to 100 per 
cent of the value of the goods to be imported. Such 
deposits may be withdrawn only to make payment for 
the specified imports in whatever manner is called for 
or in the event that the import license is canceled. The 
list of imports affected by the measure contains 92 
items, including motor vehicles other than for indus- 
trial purposes, foods, textiles, and other consumer 
goods. 
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The State Bank comments that the regulation is 
intended to curtail imports, by reducing the funds avail- 
able for such expenditure, and to ensure that available 
stocks are sold before new orders are placed. It denies 
to importers of consumer goods the use of the credits 
made available, sometimes too generously, from their 
overseas suppliers, and it restricts future imports to the 
quantities for which payment is made in advance. The 
regulation is not expected to stop immediately the fall 
in foreign exchange reserves, or to bring about any 
substantial reduction of imports during the next few 
months, but a stronger impact is expected next year. 
Source: State Bank of Ethiopia, Report on Economic 

Conditions and Market Trends, Addis Ababa, 
Ethiopia, September 1959. 


Customs Duties in Iraq 

The Government of Iraq has raised certain customs 
duties in order to discourage imports of luxury goods 
and to protect local industry, and it has lowered duties 
on some essential items. Duties on shoes, cigarettes, 
and alcoholic beverages were raised by 50 per cent, 
and those on motor vehicles were increased by 40-60 
per cent. Also, duties on certain food items were 
increased. For fibers and textiles, duties were reduced. 
Source: The Iraq Times, Baghdad, Iraq, September 25, 

1959. 


Cancellation by Pakistan of Stand-By Arrangement with Fund 

The $25 million stand-by arrangement agreed by the 
International Monetary Fund with Pakistan in Decem- 
ber 1958 (see this News Survey, Vol. XI, p. 189) was 
canceled on September 22. No drawing had been made 
by Pakistan under the arrangement. 


Far East 


India’s Rice Imports from Burma 

Letters were exchanged in New Delhi on Septem- 
ber 30 between India’s Minister of Food and Agricul- 
ture and the leader of the Burmese Trade Delegation, 
covering an understanding reached for promoting trade 
between the two countries. India has agreed to import 
from Burma during the present calendar year 150,000 
tons of rice over and above the 350,000 tons already 
contracted for under an agreement of 1956. Burma 
has agreed to accept payment in inconvertible Indian 
rupees, to be utilized for the purchase of additional 
goods from India as mutually agreed prior to the end 
of 1960. 
Source; Information Service. of India, Jndiagram, 

Washington, D.C., October 1, 1959. 


Indian Cotton Textile Industry 

Recent trends indicate that India’s cotton textile 
industry has largely recovered from the difficulties of 
the past two years. Accumulated stocks of unsold cloth 
with the mills amounted to only 311 million yards at 
the end of July 1959, compared with 491 million yards 
at the end of December 1958 and 677 million yards 
at the end of December 1957. The reduction was due 
to the closure of certain high-cost mills, a decline in the 
output of other mills, increased domestic demand owing 
to improved crops in 1958-59, and improvement in the 
foreign demand for Indian textile products. 

During the first half of 1959, exports of mill-made 
cloth were estimated at 309 million yards. In view of 
the improvement noted in recent months, they are now 
expected to rise to about 400 million yards during the 
second half of the year. Cloth exports were about 580 
million yards in 1958 and 840 million yards in 1957. 
Since May 1959, the monthly production of Indian 
cloth has also been at a higher rate than in 1958. 
Source: The Financial Times, London, England, Sep- 

tember 2, 1959. 


United States 
U.S. Federal Budget for 1960 


The midyear review of the U.S. federal budget indi- 
cates a surplus of $100 million for the fiscal year 1960 
(ending June 30, 1960), compared with a deficit of 
$12.5 billion in the fiscal year 1959. It is estimated 
that expenditures will be $1.8 billion less than in the 
year ended June 30, 1959, and that receipts will be 
$10.8 billion higher. Estimates made since the budget 
was presented to the Congress in January (see this 
News Survey, Vol. XI, p. 221) indicate that receipts, 
and also expenditures, will be $1.9 billion higher than 
was estimated at that time; therefore, the expected sur- 
plus is unchanged. 

The estimated decline in expenditures from 1959 to 
1960 is due mainly to the nonrecurrence in 1960 of 
certain expenditures, such as the increase in the U.S. 
quota in the International Monetary Fund and retro- 
active pay increases for federal employees, and to the 
termination of several large temporary programs, in- 
cluding extended unemployment compensation, govern- 
ment mortgage purchases, and the acreage reserve 
provision of the soil bank. These and other reductions 
more than offset estimated increases for interest on the 
public debt, public works construction, space programs, 
and health, education, and welfare activities. More than 
half of the increase of $1.9 billion over the January 
estimates results from a rise of $1.0 billion in interest 
on the public debt, reflecting higher borrowing costs. 
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Expenditures by the Post Office Department are 
expected to be $500 million higher, and those of the 
Department of Health, Education, and Welfare $200 
million higher, than the earlier estimates. 

The rise of $10.8 billion in revenues in 1960, com- 
pared with 1959, reflects the rapid recovery and expan- 
sion of the economy. All categories of budget receipts 
are expected to be higher than was estimated in Janu- 
ary, with the largest increase in corporate income taxes. 
Profits in the calendar year 1959, upon which corporate 
tax collections in fiscal 1960 will be largely based, are 
presently estimated as $11 billion above those in the 
calendar year 1958. It is also estimated that receipts 
from individual income taxes will rise sharply, reflecting 
the increase in personal income over the past year. 
Source: Bureau of the Budget, 1960 Federal Budget: 

Midyear Review, Washington, D.C., Septem- 
ber 24, 1959. 


Latin America 


EI Salvador’s Stand-By Arrangement with the Fund 


It has been announced that the International Mone- 
tary Fund has agreed to a six-month stand-by arrange- 
ment under which El Salvador may purchase from the 
Fund currencies up to $7.5 million. 


Relaxation of Peru's Trade Restrictions 


The quota system for automobile imports into Peru, 
which has been in force for the past 15 months, was 
abolished as of October 1. Under the 1958-59 quota, 
which expired in September, imports of vehicles were 
reduced to 4,500 units, from 9,000 units in 1957-58. 
No substantial increase in automobile imports is 
expected in the near future, in view of the depreciation 
of the exchange rate and the heavy increase in customs 
duties and in excise taxes on passenger cars during 
the past year. 

Source: Banco Continental, News Letter, Lima, Peru, 
October 1, 1959. 


Other Countries 


Australian Government Loan 


The Australian Government loan of £A 50 million, 
which closed on September 23 (see this News Survey, 
Vol. XII, p. 88), was oversubscribed by £A 8.5 million. 
Holders of £A 137 million of the £A 149.8 million of 
government securities which matured on September 15 
have accepted the conversion offer made concurrently 
with the new loan. 

Source: The Times, London, England, September 30, 
1959. 
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South African Reserve Price For Wool 
The South African Wool Commission announced at 
the beginning of August that the average reserve price 
for the 1959-60 wool clip will remain at 34 pence per 
pound. 
Source: Commonwealth Economic Committee, Wool 
Intelligence, London, England, August 1959. 


Fund Alternate Executive Director 

Mr. Prayad Buranasiri, Economic and Financial 
Counsellor of the Royal Thai Embassy in Washington, 
has been appointed Alternate Executive Director of the 
Fund for Burma, Ceylon, Japan, and Thailand. He 
succeeds U Tun Thin, who has joined the Fund staff 
as Assistant Director of the Asian Department. 


Fund Transactions 

The record of Fund transactions published in /nter- 
national Financial Statistics, October 1959, shows that 
in the two-month period, July-August 1959, purchases 
under stand-by arrangements were made by Argentina 
($6 million), Chile ($0.1 million), and Haiti ($0.1 
million). 

Spain made a purchase equivalent to $50 million; of 
this total, $25 million was drawn in U.S. dollars, $12.5 
million in sterling, and $12.5 million in French francs. 
In addition, the Fund agreed to a one-year stand-by 
arrangement under which Spain may draw up to $25 
million (see this News Survey, Vol. XII, p. 25). 

Repurchases were made in July-August by Indonesia 
($9.0 million), Iran ($9.2 million), Paraguay ($1.0 
million), and the Philippines ($10 million). Another 
semiannual payment ($351,000) was made by Czecho- 
slovakia, as agreed when it ceased to be a member of 
the Fund. 

Under a new stand-by arrangement agreed by the 
Fund, Paraguay may purchase the equivalent of $2.75 
million in the year ending August 1960. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W, Washington 25, D. C. 
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